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New England Housing Pressure Eased 


‘THE ADEQUACY of housing in an area is a vital element 
in the standard of living of its residents. New residential 
construction is also an important consumer of a wide 
variety of building materials, and the volume of new 
housing inevitably affects the demand for all types of 
home furnishings. 

The new national emergency increases the need for 
utilizing the nation’s resources with maximum effi- 
ciency. The prospective reduction in residential con- 
struction as a result of credit and other restrictions sug- 
gests the need for a reappraisal of housing trends in New 
England. This article summarizes developments during 
the past decade and the current situation in the field of 
housing in the region. 


Houses and People 


There is a mortality rate for houses just as there is for 
people. The dwelling accommodations available at the 
end of any period cannot be estimated merely by adding 
the number of new units built to the number on hand at 
the beginning of the period. Furthermore, it is possible 
to add to the number of available dwelling units merely 
by remodelling older houses so that they contain more 
units than formerly. Conversions have made a signif- 
icant contribution to the increase in the number of 
available dwelling units in recent years. 

An accompanying table shows that the total number 
of available dwelling units increased relatively faster 
than total population between 1940 and 1950, both in 
New England and the United States. The ratio of total 
housing accommodations to population in 1940 was 
slightly more favorable in New England than in the 
country as a whole, and New England retained its slight 
relative advantage in 1950. Both New England and 
the United States had improved their ratios by 1950. 

The aggregate ratio is, however, only an approximate 
measure of the satisfaction of housing needs. There is no 
perfect single measure of the adequacy of housing be- 
cause of the large number of factors that affect it. 
“amily formation and family size have a great effect on 
housing needs. The existence of obsolete and substand- 
ard accommodations exaggerates the number of hous- 
ing units apparently available and creates demand for 
new facilities. Income after taxes and liquid assets of in- 
dividuals are also important determinants of demand. 


An adequate over-all supply may include housing sur- 
pluses in some local areas and shortages in others. 


The Housing Boom 


When the national economy showed signs of drooping 
early in 1949, the apparent need for more housing prob- 
ably encouraged an additional relaxation of credit 
terms for residential building as one means to stimulate 
general business activity. Terms on mortgage loans in- 
sured or guaranteed by the Federal Government were 
already liberal, but they were eased still further, par- 
ticularly for World War II veterans. Nevertheless, total 
national mortgage indebtedness secured by small resi- 
dential property increased less in 1949 than in the years 
1946, 19147, and 1948. There was a sharp increase of 
almost three billion dollars during the first half of 1950 
and almost four billion during the second half, accord- 
ing to preliminary figures. More than one million dwell- 
ing units were started in 1949, and nearly 1.4 million 
in 1950. 

The building of permanent houses and apartments 
had fallen to a low level in New England during World 
War IT, as in the rest of the nation. Homebuilding re- 
bounded vigorously after the war, however, and during 
1949 the number of starts reached 48,000. By the end of 
July 1950, builders had started another 35,000 units, 
and the end of the boom was still not in sight. Mortgage 
recordings also rose rapidly. An accompanying chart 
shows how various private lending agencies participated 
in this increase in mortgage loans and some of the re- 
sults of competition during the past decade. 

Many private lenders last year began to fear that the 
boom might overshoot its mark and result in a surplus 
of housing units on the market. By the middle of 1950, 
some institutions were attempting to restrain credit, but 
they could achieve only limited results so long as the 
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CHANGES IN POPULATION AND DWELLING UNITS 
Between 1940 and 1950 in U. S. and N. E. 
United States New Englond 
1940 1950 1940 1950 
Total population (Millions) 131.67 150.56 8.44 9.26 
Total dwelling units (Millions) 37.33 46.15 2.44 2.89 
Persons per dwelling unit 3.53 3.26 3.46 3.20 


Source: U. S. Bureau of the Census. As of April 1 each year. 1950 figures 
preliminary. 
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Government policy of liberal credit terms remained 
dominant. Accordingly they welcomed the change in 
policy which the Government announced in midsummer. 

The outbreak of hostilities in Korea reversed the 
arguments in favor of credit liberality and increased the 
realization of the need for inflation curbs. It was also 
obvious that continued heavy demand for building 
would conflict with defense requirements for the same 
materials. The Federal Government took quick action to 
meet these needs. The Federal Housing Administration 
and the Veterans’ Administration tightened their mort- 
gage insurance and guarantee provisions in mid-July 
and again in October, The issuance of Regulation X by 
the Board of Governors of the Federal Reserve System 
in October, together with amendments effective in 
January and February, extended credit restrictions to 
all other private residential building and to certain 
nonresidential properties throughout the country. 

Effects of Credit Restrictions 

The curbs on mortgage credit under Regulation X and 
the revised FHA and VA regulations were designed to 
cut nationwide residential building in 1951 to about 
60 per cent of the 1950 rate — or to roughly 800,000 to 
850,000 units. The ultimate effect of the credit curbs will 
not be clearly observable for at least another four or five 
months, A substantial drop did occur in the number 
of one- and two-family houses which reached the con- 
struction stage in New England after August 1950, but 
seasonal forces accounted for at least part of the decline. 

In the latter part of January, the Federal Reserve 
Bank of Boston ran a spot survey of typical lenders and 
homebuilders. Average results indicated the following 
developments: a 12 per cent rise in prices of new houses 
since June 1950, half of which occurred after October 
1950; an increase of 11 per cent in builders’ costs since 
June 1950; and an apparent decline in homebuilding 
activity. The effects of the credit restrictions were, how- 
ever, still obscured by the carry-over of commitments 
made prior to October 1950. The majority of builders 
expected no difliculty in obtaining loans but a minority 
held contrary views. 





Housing Needs in New England 


On April 1, 1950, there was one dwelling unit in New 
England for each 3.2 persons. While it would be possible 
to take this as evidence that in absolute terms no over- 
all housing shortage existed, using it as a measure of un- 
satisfied housing demand might lead to false conclu- 
sions. This concept takes no account of future increases 
in population, which might create a need for 20,000 or 
more additional dwelling units in the region each year 
if the population growth of the past decade is main- 
tained. Nor does it give consideration to the number of 
substandard dwelling units for which replacement is 
needed, changes in family size, or of the variations of 
supply and demand in local areas. 

There are indications that in some communities hous- , 
ing shortages are still severe. The 1951 homebuilding 
program will also be affected by defense housing needs, 
by the demand of individuals who wish to move to dif- 
ferent communities, and by the demand of those who 
want new houses to gain more living space or for some 
other reason. 

Public housing projects have been undertaken in 88 
cities and towns in Massachusetts. A survey of these 
municipalities by the State Housing Board indicated 
that, by mid-1950, the need for public rental housing by 
low-income veterans had been largely met by completed 
or programmed public housing in 36 smaller communi- 
ties and appreciably eased in others. Large unsatisfied 
needs still remained, however, in the cities and some 
larger towns. Of 351 cities and towns in the Common- 
wealth, 266 voted by referendum in the November elec- 
tions to continue Federal rent control. 

Public housing projects have evidently satisfied much 
of the demand for rental housing which has existed in 
New England since the end of World War IL. Rent 
controls and liberal mortgage credit to home purchasers 
combined to discourage the private construction of 
residential housing as an investment for rental purposes. 
Individuals could usually buy houses with little or 
no down payment and at a lower monthly cost than 
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rent. There has been relatively little building of single- 
unit. houses, therefore, for purposes other than imme- 
diate sale to prospective occupants. 

According to the F. W. Dodge Corporation, public 
ownership accounted for 23 per cent of the value of 
residential construction in New England during 1950, 
in projects costing $6,000 or more. In the nation as a 
whole, public ownership accounted for only about two 
per cent of the housing units put under construction 
during the same year. These data are not fully compara- 
ble, but they indicate that public housing was a larger 
factor in New England than in the United States as a 
whole. This may have been due largely to the relatively 
greater urbanization of New England, particularly its 
three southern states. 

Under legislation enacted by the Massachusetts 
General Court in 1948, the Commonwealth agreed to 

- guarantee notes and bonds issued by local housing au- 
thorities for financing the construction of approved 
veterans’ housing to a total of $200 million. By the end 
of 1950, completion of about 8,000 dwelling units in 112 
communities had absorbed about half of the authoriza- 
tion. The State Housing Board expects that practically 
all of the remaining 8,000 units will be ready for occu- 
pancy by the end of 1951. 

As a result of similar legislation in Connecticut, 6,006 
moderate-rental units had been completed or were under 
construction in late 1949 and all of the authorized $65 
million had been committed. In addition, the state 
authorized the use of $60 million for direct mortgage 
lending. Under this program, unique among the states, 
nearly 2,400 occupant-owned dwelling units had been 
completed by the end of October 1950. All of the remain- 
ing 3,600 units to be financed under the state loan pro- 
vision were under construction at that time. 


Home Ownership 


The trend toward home ownership by occupants has 
been apparent in the United States for a long time. The 
experience of four metropolitan areas in New England 


illustrates this trend — the Boston, Worcester, and 
Lowell-Lawrence-Haverhill areas in Massachusetts, and 
the New Haven area in Connecticut. 

Between April 1910 and April 1947, the number of 
occupied dwelling units in these four metropolitan areas 
increased by more than 135,000. The number of owner- 
occupied units rose nearly 122,000, ninety per cent of 
the total gain. Owner-occupied units comprised 36 per 
cent of the total occupied units in 1940 but had risen to 
4A per cent of the total by 1947. 

The character of homebuilding in the Boston area 
since the end of World War IT indicates that the trend 
toward home ownership has continued. More than 88 
per cent of the 43,000 dwelling units built privately in 
the Boston metropolitan area between January 1, 1946 
and December 31, 1949 were single-occupancy houses. 
Very few single-unit dwellings have been built for rental 
purposes since rent control has been in effect. 

The 1951 housing program may be slated for substan- 
tial modification if legislation introduced in Congress in 
the middle of January becomes law. Companion bills 
introduced in the Senate and House call for providing 
defense workers with homes through the addition of a 
defense housing title to the National Housing Act. Pro- 
posals to implement the program include a three-billion- 
dollar mortgage-insurance fund, Federal acquisition and 
development of land, Federal loans and grants to de- 
fense communities, and $115 million for aid to pre- 
fabricated-housing producers and distributors. 

The extent and nature of housing construction in 
1951 will depend on many factors, several of which will 
undoubtedly remain uncertain for several more months. 
Building contractors, prospective homeowners, and 
lending institutions will benefit from careful observation 
of forthcoming developments in housing. It seems clear, 
nevertheless, that New England can face the defense 
period with a considerably more adequate supply of 
housing than it had in 1940. 
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Loan Increase Boosts Profits 


Net prorits of New England member banks aggre- 
gated $34.3 million for the year 1950 — 13 per cent 
above net profits reported for 1949. Boston banks re- 
ported profits of $12.7 million, for a year-to-year in- 
crease of about seven per cent, which contrasts with 
declines in the two previous years. At the outside banks, 
profits continued their trend of increase and amounted 
to $21.6 million, up about 17 per cent. 

On an annual basis net profits were about 5.8 per cent 
of total capital accounts in Boston and 6.6 per cent at 
the banks outside. The rate earned on capital accounts 
was moderately higher than in 1949, In the nation the 
rate earned on capital accounts at all member banks 
was 8.3 per cent and net profits increased 13.7 per cent 


over those in 1949. 


The pattern of earnings and expenses in 1950 was 
substantially the same in New England as it was in 1949, 
The most important change in source of earnings arose 
from loans. They increased about 13.8 per cent during 
the year and the increases were generally distributed 
among banks. Earnings on loans reflected both larger 
average holdings and increases in the rate of return. The 
increase in the volume of loans in New England was 
relatively greater than the increases in the nation be- 
cause of the sharp decline which occurred in lending in 
the New England area in 1949. Earnings from U. S. 
securities were off slightly because of reduced holdings. 
Earnings on loans amounted to 47 per cent of total 
earnings in 1950 and returns on U. S. securities about 27 


per cent. Other earnings increased moderately. 


Current expenses of all New England member banks 
were $110.3 million in 1950, a slight increase from those 
in the previous year. There was no change in the relative 
importance of the various expense items. The largest 
single item continued to be salaries and wages. The 
recent tendency toward higher rates of interest on time 


MEMBER BANK EARNINGS, EXPENSES, AND PROFITS 
(Amounts in Thousands of Dollars) 





Other First District Banks 














Boston 
0 
1950 Change 
During 
Year 
Earnings: 
Interest received on 
bonds and stocks...) $ 17,247 + 16% 
Interest received on 
loans and discounts 26,213 +16.2 
Service charges on 
deposits......... 2,042 + 87 
Trust deportment.... 6,815 + 8.5 
All other income....) 6,509_ ck 
Total earnings...) $ 58,826 + 97% 
Expenses: 
Salaries and wages.| $ 19,051 + 54% 
Interest paid on time 
deposits......... 1,639 -— 34 
All other expenses...) 15,1 36° + 6.6 _ 
Total expenses ..| $ 35,846 + 54% 
dh EPC ee $ 3,248 —14.4% 
Profits before income 
WBROSs 0000000008 oe 19,732 +24.5 
Taxes on net income...) $ 7,072 +74.8% 
Net profits..........| $ 12,660 + 7.2% 
Dividends declared on 
common stock... +++ 7,983 + 2.5 





1950 


~$109,677_ 
$ 36,403 


11,155 
26,890 


5 | $ 74,448 


$ 3,464 


31,765 
$ 10,114 


b> | $ 21680 


10,418 





% 
Change 
During 
Yeor 


+ 2.3% 
+127 
+ 7.2 


+13.7 
— 4.2 


+ 7.6% 


+ 8.1% 
+ 0.4 
baked 
+ 67% 
41.3% 


+21.0 
+31.5% 


+16.6% 


+ 9.2 
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deposits continued. Net current earnings before income 
taxes as a proportion of total earnings increased again 
in 1950, an indication that the growth in earnings ex- 
ceeded the growth in expenses. 

Total losses and charge-offs on loans and securities 
were $19 million and exceeded profits and recoveries, 
but net losses and charge-offs were less than they were 
in 1949. Transfers to valuation reserves continued to be 
moderately large, and held down the ratio of net profits 
to net current earnings. After valuation reserves have 
generally attained ceilings permitted by the Treasury, 
losses charged to previously established reserves will 
help maintain the level of net profits. Over half of the 
net profits were distributed as dividends, about the same 
proportion as in previous years. The balance was carried 
to capital accounts. 

Sources of Earnings 


CommerciAL Loans — Since May 1950 business 
loans in Boston have risen steadily and at the year-end 
reached $624 million, exceeding the peak of $592 mil- 
lion established in 1948. The increase of $169 million 
(37 per cent) during 1950 reflected the boom which has 
developed in inventories. Higher prices, plant expan- 
sion, defense orders, and increased need for working 
capital have also led to increases in these loans. Sales 
finance companies have borrowed extensively, probably 
to finance dealers who were carrying increased inven- 
tories of automobiles and other durable goods. 

A rise in business loans is normal during the second 
half of the year, but the increase during the past year 
was more than seasonal. The rise in Boston during 1950 
was about one and a half times as rapid as the increase 
in these loans in 1947 — a year of very active business 
lending. The increase in business loans at New England 
banks was most prominent in Boston and in the other 
large cities in the district, reflecting the active borrow- 
ing of large firms in industry and trade. Business loans 
at banks in the principal cities outside Boston climbed 
to $239 million, up 45 per cent for the year. 

At the “country banks” business loans also increased 
and at the year-end reached $264 million. Although the 
increase of 27 per cent in business loans at this group of 
banks was more moderate than the increase at the city 
banks, it extended a recent unbroken trend and re- 
flected a high sustained demand for credit by smaller 
borrowers who often have no other source of funds than 
their local bank. In contrast to the city banks, there was 
no marked reduction in business loans at this group of 
banks in 1949, Merchants in country-bank areas bor- 
rowed in part to carry higher receivables and to meet 
accounts payable which were billed more promptly. 

Rea Estate Loans — Loans for the purpose of fi- 
nancing purchase of residential properties as well as 
other real estate expanded in all areas of the district. 
‘The year-to-year increase of 46 per cent at Boston and 
other city banks was very significant. Elsewhere in the 
district increases in real estate loans were substantially 
less and amounted to only six per cent at the ‘country 
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MEMBER BANK CONDITION 


(Amounts in Thousands of Dollars) 











_Boston _Other First District Bonks 
%o Change % Chonge 
Dec. 30, from Dec. 30, from 
1950 Dec. 31, 1950 Dec. 31, 
tra on 1949 ioesieanl 1949 
Assets, | 
Total reserves, cath | 
and balances....| $ 645,860; + 8.3% | $ 952,966) +17.2% 
Total U. S, securities... 839,533 —20.6 1,729,198} — 5.0 
Other securities..... 140,206 +70.9 313,494 +21.5 
Commercial and in- 
dustrial loans..... 624,460) 437.1 504,028} +35.2 
Real estate loans... 104,819} +63.6 364,308) +13.6 
Other loans to | 
individuals......- 149,521 +23.4 334,674 +21.2 
All other loans...... _ 89,548 +13.0 82,689 + 59 





Less reserve for 
bad debt losses, 
ME.cccccrscece 16,682) +11.2 18,649) +27.4 


Total loans and 
discounts. ..... 951,666 +35.0 


__1,267,050) +22.7 
Total loons and 

















investments ...| $1,931,405; + 4.7% | $3,309,742) + 6.4% 
Allother assets...../ 49,833) — 5.1 55,485} +10.0 
Total assets.....| $2,627,098) + 5.4% | $4,318,193) + 86% 
liabilities: 
Demand deposits ...| $2,173,120) + 6.0% | $2,919,088} 413.4% 
Time deposits...... 184,182) — 2.2 1,040,365; — 1.7 
All other liabilities... 51,753) +261 31,503) +15.3 
Capital accounts...... $ 218,043) + 2.2% | $ 327,237} + 3.4% 





banks.” Many of these banks, however, had probably 
closely approached their legal limits on real estate loans. 
Plentiful credit, much of which was guaranteed or in- 
sured by VA or FHA, helped to stimulate the demand 
for residential properties. 

Regulation X, concerning new real estate construc- 
tion, imposed by the Federal Reserve System, and the 
companion regulations of the FHA and VA, concerning 
existing as well as new housing, imposed in mid- 
October, are designed to restrain real estate lending. 
They have yet, however, to become fully operative. Real 
estate credit may continue in large volume during the 
first quarter of 1951 because of pre-regulation starts and 
also because of commitments to lend which exempt the 
credit from the regulations. 

ConsuMER Loans — Total consumer credit out- 
standing rose throughout the year at most banks in the 
district. The most significant increase occurred in auto- 
mobile sale credit. Other sale credit involving a selected 
list of durable consumer goods also increased. The rates 
of increase, however, slowed during the last quarter of 
the year as the effects of Regulation W, tightened in 
October, began to be felt and consumer demand was 
brought more into line with available supplies. 

INVESTMENTs — All groups of banks reduced their 
holdings of U. S. securities and the proceeds from sales 
were used to expand loans and to purchase industrial, 
state, and municir>! securities. The holdings of ‘other 
securities” increas 4 at all banks, rising 75 per cent in 
Boston and about 22 per cent at the banks outside. 
Earnings from this source increased and tended to offset 
some of the loss of earnings resulting from reduced hold- 
ings of U. S. securities. 

Developments in the money market and changed 
monetary policy induced most banks to modify the 
maturity distribution of their U. S. security holdings to 
include a larger proportion of Treasury bills. They made 
proportionate reductions of holdings in the other classes 
of Government securities. Earnings on U. S. securities 
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did not drop in direct proportion to reduced holdings 
because of moderate increases in rates. 

Monetary policy in recent months has been directed 
toward actively restraining the expansion of credit and 
preventing further increases in the money supply. The 
growth in loans and the smaller though significant in- 
crease in deposits has been out of proportion with the 
much less rapid increase in the production of goods. 

Early in midsummer the Federal Reserve System 
adopted a policy of permitting interest rates on short- 
term Government securities to rise and at the same time 
endeavored to sell U.S. securities to banks and other 
investors. ‘The System refrained in so far as possible 
from adding to its own holdings except when aiding in 
refunding operations of the Treasury. The System also 
raised rediscount rates. This action was designed to 
increase the cost of bank reserves and to make banks 
more selective in lending. Bank rates on business loans 
reacted to the increase in rates on short-term U. S. 
securities, and rates on prime commercial loans rose 
one-quarter of one per cent. 

In addition to these actions, the Federal Reserve 
System imposed selective credit controls in the fields of 
real estate and consumer credit. The regulations were 
designed to restrict consumer buying and cut down on 
the amount of credit flowing into these areas by requir- 
ing larger down payments, shorter maturities, and more 
rapid amortization of the loans. When the Reserve Sys- 
tem imposed Regulation X, the FHA and VA imposed 
companion restrictions governing transactions in resi- 
dential properties in their respective fields of Govern- 
ment-aided credits. More recently, the Reserve System 
raised member bank reserve requirements and increased 
the margins required for stock market trading. It has 
also urged restraint by the banking and business public. 

More drastic monetary measures are necessary to 
keep down the money supply. Physical resources neces- 
sary for the defense effort. must be obtained principally 
by a diversion from other uses. Diversion of credit from 
other uses rather than an addition to credit for defense 
will facilitate the attaining of this objective and will 
help to curb inflation, which results from a more rapid 
advance in demand than in the supply of goods avail- 
able for purchase. 


: 


Like to Know More About the 
FEDERAL RESERVE SYSTEM ? 


Single copies of these two publications of the 
System will be sent free upon request from the 
Federal Reserve Bank of Boston, 30 Pearl St., 
Boston (6), Mass., Research and Statistics De- 
partment. 


9OOOODODOOSOOOOODO 


The Federal Reserve System — Its Purposes and 
Functions. Board of Governors, Federal Re- 
serve System, 1947, 115 pp. 


The Quest for Stability. Federal Reserve Bank of 
Philadelphia, 1950, 35 pp. 

An analysis of some of the major problems 

of our monetary and banking system -— past, 

and present — and of attempts to solve them. 
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KNOX INDUSTRIES, INC. 


Rockland, Maine 


(Fourth in a series describing individual community in- 
dusirial-development programs in New England.) 


Tue city oF Rockianp, Maine, depended heavily on 
the lime industry for many years. The fishing industry 
began to grow in Rockland in the 1920's, but the com- 
munity of 9,000 was still largely a one-industry city 
when employment in limestone quarrying and lime burn- 
ing declined rapidly in the early 1930’s. Unemployment 
increased and the city government experienced serious 
financial difficulty. The expanding fishing industry 
helped somewhat to alleviate the area’s economic dis- 
tress, but fishing is largely a seasonal industry. It could 
not completely solve the unemployment problem, even 
though it increased the number of employment oppor- 
tunities during the fishing season. 

The leaders of the Chamber of Commerce recognized 
Rockland’s economic weakness. They realized that the 
city needed more manufacturing concerns which would 
provide a larger number of year-round jobs, But Rock- 
land did not have suitable industrial space for new 
manufacturers, and it was difficult to find manufactur- 
ers who were willing to finance new plants themselves. 

In 1936 the bankers and businessmen of Rockland, 
led by the Chamber of Commerce, established Knox 
Industries, Inc., a nonprofit building corporation, to 
help solve the problem. Their objective was to provide 
suitable plant space for manufacturers who might be 
interested in locating in the community. They found a 
bathrobe manufacturer who agreed to locate in Rock- 
land if he could obtain manufacturing space on a rental 
basis. The bathrobe concern fitted well in Rockland’s 
economic structure. The community had no other man- 
ufacturers in that industry, and the firm’s seasonal peak 
in employment occurred during the late fall months 
when seasonal unemployment was high in Rockland. 

The charter of Knox Industries authorized $100,000 
in common stock of $10 par value. The initial venture 
called for the sale of only $30,000 of stock. That amount 
provided an equity-capital base, and six local banks lent 
the building corporation an additional $45,000 needed 
to construct the plant. They took a mortgage on the 
building. Four of the lenders were commercial banks, 
one was a building and loan association, and one was a 
savings bank. Four of the financial institutions were 
located in Rockland and the other two were in adjacent 
towns in Knox County. 

The founders of Knox Industries decided to sell stock 
in the corporation to the general public rather than to 
just a small group. With broad participation no one 
person would have to invest a large sum, more money 
could be raised, and wider interest in the industrial de- 
velopment of Rockland could be stimulated among the 
townspeople. In soliciting stock subscriptions, the 
organizers explained that Knox Industries was a non- 
profit corporation and that stockholders would not re- 
ceive cash dividends. Instead, they would profit indi- 


rectly from the additional payrolls that increased em- 
ployment would bring. The initiators of the program 
also stressed that the investment should be considered 
permanent by those purchasing stock. 

It was not diflicult to find buyers for the stock. About 
200 persons bought the 3,000 ten-dollar shares offered 
for sale. Most stockholders bought only one or a few 
shares. Only a few individuals purchased more than 
$500 worth of stock. The majority of the original stock- 
holders lived in Rockland, although some lived in other 
towns adjacent to Rockland. 

With the $30,000 raised from the sale of common 
stock and the $45,000 borrowed from local banks, Knox 
Industries constructed a 53,000 square-foot building for 
the manufacturer — Van Baalen, Heilbrun & Com- 
pany, Inc. The factory was completed and operations 
began in 1937. Van Baalen, Heilbrun & Company rented 
the building for $6,000 a year. That amount was sufli- 
cient to allow Knox Industries to pay the taxes and 
interest, reduce the bank loans, and pay for exterior 
maintenance of the building. 


Operation of the Corporation 


Van Baalen, Heilbrun & Company has operated suc- 
cessfully in Rockland. The firm employs an average of 
190 workers. Its seasonal peak comes in the late fall, 
when a somewhat larger number of workers is employed. 
This concern, which would not have located in Rock- 
land if Knox Industries had not provided suitable 
space on a rental basis, provides an annual payroll of 
approximately $500,000 and has helped substantially to 
stabilize and increase employment in Rockland. 

In May 1950, Van Baalen, Heilbrun & Company 
bought its leased plant from Knox Industries for 
$51,700. Knox Industries still holds a mortgage on the 
building for $27,000 which will be amortized over a 
period of ten years. The building corporation neither 
gained nor lost financially on the transaction. 

The president and seven directors of Knox Industries 
manage the affairs of the corporation. There is no paid 
staff. The corporation spends no money on advertising 
or other promotional devices. It relies principally on 
the Chamber of Commerce to locate prospects. 

Even though Knox Industries has sold its building, 
the organization is still intact and plans to remain 
active. The directors plan to increase the capital of the 
corporation by the sale of more stock. The corporation 
has a small bank balance, and if the mortgage it holds 
on the Van Baalen, Heilbrun plant were discounted and 
all present pledges for stock were called, Knox Indus- 
tries would have about $60,000 at its disposal. In addi- 
tion to those funds, the foundation believes it could 
borrow from local banks, as it has in the past, about 60 
per cent of the cost of any new bui,‘ing it might wish 
to construct. 

If the corporation had unlimited funds it would build 
another modern industrial plant even before it made 
arrangements with a manufacturer to lease it. Since 
funds are limited, however, the leaders plan to build 
up Knox Industries so that it can quickly finance a 
new building when the need arises. They believe that 
if they are ready to move they will be in the best posi- 
tion to deal with manufacturers who may want to 
locate in Rockland. 
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Recent Labor Developments 


‘Tue imposition of mandatory wage controls by the 
Wave Stabilization Board was the highlight of recent 
Jabor developments. Under authority granted by the 
Defense Production Act of 1950, the Board froze most 
wages and salaries at the level which prevailed on 
January 25, 

One of the most pressing problems which arose under 
the blanket) order concerned wage increases already 
agreed upon. Payment of the higher rates was pro- 
hibited by the wage order. To deal with that situation 
and other similar problems, the Board amended its 
original order. Wage increases agreed to but not in 
effect on the date of the freeze were allowed if the an- 
nounced effective date of the increase was on or before 
February 9. Some length-of-service and merit increases 
were designated as permissible without prior approval. 

The Board's policy on cost-of-living escalator clauses 
and annual improvement factors had not yet been an- 
nounced, however, by mid-February. Both provisions 
were widely incorporated in labor contracts during 1950. 
The Board was also still considering what to do about 
workers whose wages had lagged behind increases in 
the cost-of-living. 

The action to stabilize wages came at a time when 
several large unions were readying requests for wage 
increases. Workers in the major branches of New Eng- 
land’s important textile industry had already signified 
their intention of requesting new contracts which 
would include wage increases and other supplementary 
benefits. The pressure on wages continued despite 
stabilization efforts. 

In the months preceding the imposition of wage con- 
trols, New England workers received numerous wage 
adjustments. Manufacturing employees were the main 
beneficiaries, but a growing number of nonmanufactur- 
ing workers also shared in the reported increases. In 
December and January many workers received their 


the durable-goods industries, except the furniture in- 
dustry, expanded, and the largest gains occurred in the 
transportation equipment and the electrical- and non- 
electrical-machinery industries. The 3.5 per cent em- 
ployment gain in durables was largely offset by seasonal 
curtailments among the area’s important nondurable 
industries such as textiles, apparel, and shoes and 
leather. The paper, chemical, and rubber industries were 
the only nondurables which made employment gains. 
Although the increase in manufacturing employment 


~—slackened after Oclober, the number of workers em- 


ployed in New England factories increased more than 
11 per cent during the year. The gain was only two per 
cent in nonmanufacturing establishments. Employment 
in durables was 21 per cent higher in December than in 
the same month of 1919, compared with an increase of 
4.4 per cent in nondurables. Only the apparel and food 
groups lost ground in 1950 

In the last year expansion of employment has greatly 
reduced the number of persons collecting unemploy- 
ment insurance. The number of initial and continued 
claims for unemployment benefits, however, has gradu- 
ally increased from October to January. Seasonal cur- 
tailments largely accounted for the increase. By mid- 
January there was a reversal in the upward trend, even 
though scattered layoffs due to material shortages and 
restrictions on civilian production were becoming more 
numerous. In early February the “illness” of railroad 
switchmen caused several large layoffs in the region as 
plants failed to receive adequate materials. However, a 
tighter labor supply is expected by late spring. 





CHANGES IN LABOR CONDITIONS 


New England and United States 
December 1950 vs. December 1949 
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t ' Manufacturing Wages Up Durables +4 

Average weekly earnings of factory workers reached Nondurables 5 
dn all-time peak in December as a result of both higher Nonmanufacturing i 
wage rates and longer hours of work. Industrial workers _ ||-s8.2 n. 4 
throughout New England shared in the higher earnings |7°>* US aa _aigkenoeapgap imal : 
as shown by the accompanying chart. Earnings of fac- SS 4 
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more sharply than in nondurable-goods industries. Even pe aA nea f 
if wage controls are fairly rigid, average weekly and RI. 412.1 
hourly earnings wi". undoubtedly continue to inch up- peorieaae 
ward as workers put in longer hours. gr gad 

Employment also reached new high levels in Decem- Average Weekly N.H. +6.4 
ber. In New England, the gain in number of nonfarm Hours in ao sas i 
jobs more than offset the slight loss registered in scsaseaniatiatiies US.445 ‘ 
November, There were more people at work than at any pe VE O18 f 


time since April 1948. A seasonal increase in employ- 


ment in trade and the postal service was largely respon- ae —" a 
sible for the December gains. ad 1. $8.1 


The expansion in manufacturing employment leveled 
out in the last quarter of 1950. Employment in all of 
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Production Under Rearmament 


THE THREATENED “interim dip” in economic activity 
had not materialized by mid-February in New England. 
Production for civilian account rolled along at a high 
level, and defense orders mounted without causing seri- 
ous dislocations among industries in New England. 

Commercial, industrial, and agricultural loans con- 
tinued to rise in District I. Business loans of weekly 
reporting member banks stood 40 per cent above year- 
ago levels in the week ending February 7; real estate 
loans had expanded 47 per cent over the year. Freight 
carloadings in New England during the fourth quarter 
of 1950 exceeded those in the comparable period of 1949 
by eight per cent, and trucking activity also acceler- 
ated. The region reported about 18 per cent fewer 
business failures during December 1950 than in Decem- 
ber 1949, another general indication of favorable 
business conditions. 

Expansion of plant capacity was of major importance 
throughout the region. The New England Steel De- 
velopment Corporation received a certificate of necessity 
for a steel mill; the Avco Manufacturing Corporation 
leased the former Chance Vought aircraft plant in 
Stratford, Connecticut, for the production of aircraft 
engines and components; and firms such as Hytron and 
Raytheon announced plans for new plants. New Hamp- 
shire called for registration of its vacant factories and 
manufacturing floor space, while industrial foundations 
attracted more interest throughout the region as a 
means to encourage and finance the construction of 
new plants. 

New England received about $223 million of non- 
secret prime defense contracts from July 1950 through 
January 1951. Procurement on a large scale commenced 
in September at $44 million, dipped in October and 
November, and approached $50 million in both Decem- 
ber and January. During the seven-month period tex- 
tiles received the lion’s share of New England orders 
— 29 per cent — followed by electrical machinery at 18 
per cent. At a lower level, manufacturers of para- 
chutes, shoes, aircraft and parts, chemicals, ordnance, 
and rubber products received substantial shares of the 
over-all regional defense contract. 


Shift to Production of Durables 


Durable-goods production in New England has gained 
importance during recent months compared to the pro- 
duction of nondurables. (The change is illustrated by 
employment shifts discussed in an accompanying 
article in this Review.) During 1950 the region’s metal- 
working concerns gained about 100,000 workers, three- 
fourths of them after June. Civilian demand for pri- 
mary equipment such as machine tools and machinery 
was apparently the most important stimulus. Pub- 
lished defense contracts through January 31 were sub- 
stantial for only insulated wire, communications equip- 
ment, and aircraft and parts. Government stockpile 
orders for standard tuols, however, were expected in the 
near future. In spite of expansion since the last war, 
shop capacity was a problem. The machine-tool indus- 
try prepared to supplement physical expansion by 
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systems of subcontracting and manpower expansion 
through job simplification. 

Several of the soft-goods industries in the region 
experienced seasonal setbacks in late 1950. The woolen 
and worsted textile industry encountered a period of 
layoffs, cutbacks in hours, and staggered workweeks. 
The group received large defense orders in September, 
but few in the following three months. Civilian orders 
were quiet, and wool prices rose steadily. Towards the 
year-end, however, department: store sales of soft goods 
improved. Furthermore, in January and early February 
large defense contracts for serge cloth and woolen 
blankets went to New England firms. 

Shoe production dipped seasonally in October and 
November, but recovered in December as military 
orders increased. The production of women’s shoes 
started earlier and also aided in improving the shoe pic- 
ture after the first of the year. 

The volume of orders received by Massachusetts 
manufacturers reflected the complex influences of a 
defense economy. The combined index of orders com- 
piled by the Associated Industries of Massachusetts was 
66 per cent higher in December 1950 than in December 
1949; the durables component stood 86 per cent higher 
and the nondurables component 29 per cent higher. 

The recent appearance of production controls — 
aimed at shifting scarce materials from civilian to de- 
fense production—further stimulated business activity. 
In January the New England Purchasing Agents Asso- 
ciation reported that business tended to increase both 
productive and finished inventory and to expand its 
output. There was a general attempt to do as much 
business as possible before the restrictive cut-off dates 
for allocation of materials. Furthermore, businessmen 
objected that under scattered controls some firms would 
be cut off from civilian production before they received 
a sufficient volume of defense and war work. Manufac- 
turers of jewelry and brass and copper consumer goods 
were particularly apprehensive. There was a growing 
demand for an over-all allocation measure, similar to 
the Controlled Materials Plan of World War II, which 
would balance production and requirements of key 
materials such as steel, copper, and aluminum. 

The price freeze of January 26 (based on the highest 
price of products delivered in the December 19-January 
25 period) caught industries which sold for future de- 
livery in a cost-price squeeze. There were no adjustment 
procedures to allow for increases in prices of raw ma- 
terials not under ceilings. Firms which had to replace 
productive inventories temporarily withdrew — their 
products from the market. Both the woolen and worsted 
and shoe industries were examples of industries which 
required immediate special consideration in order to 
avoid impairment of military procurement programs. 

Anticipatory buying in New England department 
stores fell off after the announcement of the price freeze. 
Sales in January were about 32 per cent above year-ago 
levels, but for the first two weeks in February were only 
15.4 per cent above those in the corresponding period 
of 1950. 


FEBRUARY 1951 














